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ABSTRACT: Financial risks pose a threat for financial institutions and trade firms. Credit risk is 
mostly, and often rightly, considered as the most important factor. Nevertheless, it is important to be 
aware of the whole structure of potential financial risks. Accepting a risk is a condition for rnaking 
profit. lt today's dynarnic reality, rnanaging tinancial risk is a key objective of any successful company. 
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1 INTRODUCTION 
Risk management is the process by which various risks faced by an enterprise are assessed 
in order to make the right business decision. Mostly the consideration is focused on credit risk 
which concerns both financial and non-financial firms. Nevertheless, it is necessary to be 
aware of the whole structure of financial risks. 
2 FINANCIAL RISKS 
Credit risk 
The traditional view of credit risk is limited to the risk of the outright default of the 
counterparty. It is also important to place credit risk within a complex and usually interrelated 
web of other risks. 
Risks may be subjective or objective. Subjective risks tend to have more impact to players 
in the game and they may be avoided. As such they often arise from specific transactions. 
Objective risks tend to be a product of the environment, can often affect the population in 
general and are more difficult to avoid without leaving the environment. 
„Transactions risks 
Certain risks tend to arise from transactions or business relationships and often be managed 
within the relationship or avoided by ending the relationship. Many of these transactions risks 
tend to cause and be caused by other risks. 
Market risk 
In general usage, market risk refers to the risk that is created from any exchange of assets 
or Iiabilities. In special case of financial institutions, it is most commonly known as the risk 
that is created when an open position is held in derivative contract. Aside of derivatives 
exposure, market risk is often present when the value of financial and real assets is affected by 
volatility in the business environment. 
Liquidity risk 
Most firms face the almost daily task of apportioning assets and liabilities into short- and 
Iong-term classes in order to maximise returns. Langer-term investments are typically more 
profitable, but tie-up the firm's funds and may interfere with its ability to' pay suppliers, 
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